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Be it enacted by the Legislature of the State of Arizona:

Section 1. Section 20-1691.08, Arizona Revised Statutes, is amended to
read:

20-1691.08. Rate and form review; disapproval; definition

A. A person shall not deliver or issue for delivery in this state any
long-term care insurance policy or rate unless the person has first filed the
form or rate with the director and the director has approved the form or
rate. Unless the director issues an order affirmatively approving or
disapproving the form or rate within thirty FORTY-FIVE days after filing, the
form or rate is deemed approved 9ﬁ—w%+%%eﬁ—ﬂe%+ee—g+veﬁ—%e—%he—+ﬁ%ﬂFeF

ﬁ€%+ﬁd—$ﬁ%—ﬂﬁ—%ﬁ—$+$%eeﬁ—ﬂdd%%%ﬁﬂa+—days— AFTER NOTIFYING THE INSURER IN
WRITING WITHIN THE FORTY-FIVE-DAY PERIOD, THE DIRECTOR MAY EXTEND THE

FORTY-FIVE-DAY REVIEW PERIOD BY AN ADDITIONAL FORTY-FIVE DAYS TO ALLOW THE
DEPARTMENT TO CONDUCT AN INDEPENDENT ACTUARIAL REVIEW OF THE REQUESTED RATE.

B. The director shall disapprove a rate or form if either:

1. The rate is not in compliance with this article or any rules
adopted pursuant to this article.

2. The form contains provisions that are ambiguous, misleading or
deceptive, that encourage misrepresentation of the coverage or that are
contrary to this title or of any rule adopted pursuant to this title.

C. IN THE REVIEW AND APPROVAL OF LONG-TERM CARE INSURANCE RATE
INCREASES, THE DIRECTOR SHALL CONSIDER:

1. THE ACTUARIAL ASSUMPTIONS THAT ARE USED BY THE INSURER TO SUPPORT
THE REQUESTED RATE INCREASE.

2. DOCUMENTATION DEMONSTRATING THAT THE ACTUARIAL ASSUMPTIONS USED BY
THE INSURER TO SUPPORT THE RATE INCREASE ARE BASED ON ACTUARIAL AND
HISTORICAL DATA THAT REPRESENT THE EXPERIENCE OF POLICYHOLDERS IN THIS STATE,
WHICH MAY INCLUDE SPECIFIC DATA ON CANCELED AND LAPSED POLICIES IN THIS
STATE, DATA ON EXPERIENCE RELATING TO THE PAYMENT OF CLAIMS IN THIS STATE AND
DATA RELATING TO POLICIES ENDED AS A RESULT OF POLICYHOLDER DEATHS IN THIS
STATE. IF THE INDEPENDENT ACTUARY WHOSE SERVICES ARE USED BY THE DIRECTOR
PURSUANT TO SUBSECTION D OF THIS SECTION DETERMINES THAT THE ACTUARIAL AND
HISTORICAL DATA REPRESENTING POLICYHOLDER EXPERIENCE IN THIS STATE IS NOT
CREDIBLE BASED ON PRESENTLY ACCEPTED ACTUARIAL STANDARDS OF PRACTICE, THE
DIRECTOR SHALL CONSIDER DOCUMENTATION BASED ON EXPERIENCE FROM A COMPARABLE
STATE AS DETERMINED BY THE INDEPENDENT ACTUARY.

3. DOCUMENTATION THAT ILLUSTRATES THE NEED FOR THE RATE INCREASE,
INCLUDING A DESCRIPTION OF HOW THE INFORMATION CONTAINED IN THE LONG-TERM
CARE EXHIBIT INCLUDED IN THE INSURER'S THREE MOST RECENT ANNUAL STATEMENTS
DEMONSTRATES A NEED FOR THE REQUESTED RATE INCREASE.

D. IN CONSIDERING A RATE INCREASE, THE DEPARTMENT SHALL REVIEW THE
ACTUARIAL ASSUMPTIONS AND PROJECTIONS USED BY THE INSURER TO SUPPORT THE
PROPOSED RATE INCREASE, INCLUDING WHETHER THE PROPOSED RATE INCREASE IS
REASONABLY ADEQUATE TO COVER THE FUTURE COSTS OF POLICYHOLDER CLAIMS IN THIS
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STATE. IN REVIEWING THE SOUNDNESS OF THE ACTUARIAL ASSUMPTIONS AND
PROJECTIONS USED BY THE INSURER TO SUPPORT THE RATE INCREASE, THE DIRECTOR
SHALL USE THE SERVICES OF AN INDEPENDENT ACTUARY WHO IS NOT AFFILIATED WITH
THE INSURER AND WHO HAS EXPERIENCE IN LONG-TERM CARE INSURANCE PRICING AND
PAY THE INDEPENDENT ACTUARY'S COSTS FROM THE INSURANCE EXAMINERS' REVOLVING
FUND ESTABLISHED PURSUANT TO SECTION 20-159. THESE COSTS MAY BE CHARGED TO
AND REIMBURSED BY THE INSURER PURSUANT TO SECTION 20-159, SUBSECTIONS B AND
C. THE DEPARTMENT SHALL PROVIDE ON THE DEPARTMENT'S WEBSITE A LIST OF THE
DEPARTMENT-SPECIFIC CONTRACT EMPLOYMENT OPPORTUNITIES FOR INDEPENDENT
ACTUARIES AND A LINK TO THE STATE PROCUREMENT OFFICE TO APPLY FOR THOSE
POSITIONS.

E. AFTER REVIEWING THE REQUEST FOR THE RATE INCREASE, THE DIRECTOR
SHALL DO ONE OF THE FOLLOWING:

1. APPROVE A SINGLE INCREASE OF THE REQUESTED AMOUNT.

2. APPROVE A SERIES OF SCHEDULED RATE INCREASES THAT ARE ACTUARIALLY
EQUIVALENT TO THE SINGLE AMOUNT REQUESTED BY THE INSURER. THE ENTIRE SERIES
AND THE SCHEDULE DETERMINED BY THE DIRECTOR WOULD BE APPROVED AT ONE TIME AS
PART OF THE CURRENT RATE INCREASE FILING.

3. DECLINE TO APPROVE ANY RATE INCREASE IF THE ACTUARIAL ASSUMPTIONS
OR PROJECTIONS USED BY THE INSURER OR DOCUMENTATION FURNISHED BY THE INSURER
DOES NOT ADEQUATELY SUBSTANTIATE A NEED FOR THE RATE INCREASE.

F. ANY PREMIUM INCREASE SHALL ONLY BE APPLIED TO A POLICY ON THE
POLICY'S ANNIVERSARY DATE.

&~ G. If the director disapproves a rate or form, the director shall
send the insurer a written notice specifying the reason for disapproval. The
insurer may request a hearing pursuant to title 41, chapter 6, article 10 to
contest the disapproval. It is unlawful for the insurer to issue or use a
rate or form that has been disapproved.

B~ H. At any time after notice and for cause shown, the director may
issue an order withdrawing approval of any form or rate for any reason listed
in subsection B OF THIS SECTION. The insurer may request a hearing pursuant
to title 41, chapter 6, article 10 to contest the director's order.

£~ I. An idinsurer shall not issue or use a rate or form after the
effective date of an order withdrawing approval.

= J. The director, by order, may exempt from the requirements of
this section for as long as the director deems proper any insurance rate or
form specified in the order, to which, in the director's opinion, this
section may not practicably be applied or the filing and approval of which
are, in the director's opinion, not desirable or necessary for the protection
of the public.

K. FOR THE PURPOSES OF THIS SECTION, "INDEPENDENT ACTUARY"™ MEANS A
PERSON WHO IS A MEMBER IN GOOD STANDING OF THE AMERICAN ACADEMY OF ACTUARIES,
WHO IS CONTRACTED BY THE DEPARTMENT FOR THE PURPOSE OF REVIEWING A RATE
INCREASE FILING SUBMITTED BY AN INSURER AND WHO IS NOT EITHER EMPLOYED BY THE
DEPARTMENT OR AFFILIATED WITH AN INSURER.
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Sec. 2. Title 20, chapter 6, article 15, Arizona Revised Statutes, is
amended by adding section 20-1691.13, to read:

20-1691.13. Notification: premium increases; change of

benefits: renewal

A. AN INSURER SHALL NOTIFY ITS POLICYHOLDERS IN WRITING AT LEAST
NINETY DAYS IN ADVANCE OF THE POLICY'S ANNUAL ANNIVERSARY DATE OF ANY PREMIUM
INCREASE OR CHANGE IN BENEFITS APPROVED PURSUANT TO SECTION 20-1691.08. A
SAMPLE OF THE PREMIUM INCREASE NOTIFICATIONS TO POLICYHOLDERS SHALL BE
INCLUDED IN THE RATE INCREASE FILING TO THE DEPARTMENT AND SHALL CONTAIN ALL
OF THE FOLLOWING:

1. A DISCLOSURE OF THE AMOUNT OF THE PREMIUM INCREASE OVER THE PRIOR
POLICY PERIOD PREMIUM.

2. IF THE INCREASE WILL BE IMPLEMENTED IN A SERIES, THE IMPLEMENTATION
SCHEDULE OF THE PREMIUM INCREASE.

3. A LIST OF OPTIONS AVAILABLE TO THE POLICYHOLDER THAT WILL REDUCE
THE AMOUNT OF THE PREMIUM INCREASE, WHICH SHALL INCLUDE AT LEAST THE OPTION
TO REDUCE THE PERCENTAGE OF FUTURE INFLATION BENEFITS FOR THE POLICY BEFORE
REQUIRING THE POLICYHOLDER TO REDUCE ANY EARNED OR PAID UP BENEFITS ON THE
POLICY. THE OPTION TO REDUCE THE PERCENTAGE OF FUTURE INFLATION BENEFITS
SHALL REMAIN AVAILABLE TO THE POLICYHOLDER AT ANY TIME DURING THE LIFETIME OF
THE POLICY. IF NO INFLATION PROTECTION EXISTS ON THE POLICY AT THE TIME OF
THE PREMIUM INCREASE, THE INSURER SHALL ALSO OFFER THE POLICYHOLDER THE
OPTION TO LOWER THE EXISTING POLICY BENEFITS, THE OPTION TO INCREASE
ELIMINATION PERIODS AND OTHER OPTIONS TO REDUCE THE AMOUNT OF THE PREMIUM
INCREASE.

4. A PROMINENT DISCLOSURE THAT PREMIUMS ARE SUBJECT TO FUTURE
INCREASES.

5. AN OFFER OF ANY CONTINGENT BENEFIT TO THE POLICYHOLDER IF THE
CURRENT POLICY LAPSES AND THE BENEFIT IS TRIGGERED.

6. A LIST OF CURRENT POLICYHOLDER BENEFITS, INCLUDING THE CURRENT AND
PENDING STATUS OF RETURN OF PREMIUM ON DEATH AND SURVIVORSHIP BENEFITS TO
ENABLE THE POLICYHOLDER TO MAKE AN INFORMED DECISION REGARDING ACTIONS THE
POLICYHOLDER MAY TAKE TO REDUCE THE AMOUNT OF THE PREMIUM INCREASE.

B. AT LEAST NINETY DAYS BEFORE THE POLICY'S ANNUAL ANNIVERSARY DATE,
AN INSURER SHALL MAIL WRITTEN NOTICE TO THE POLICYHOLDER THAT INCLUDES AN
EXPLANATION OF THE EXTENT TO WHICH ANY PREMIUM INCREASE IS DUE TO THE ACTUAL
OR EXPECTED AGGREGATE CLAIMS EXPERIENCE OF THE POLICYHOLDERS INSURED ON THAT
POLICY FORM.

Sec. 3. Rulemaking exemption

For the purposes of implementing this act, the department of insurance
is exempt from the rulemaking requirements of title 41, chapter 6, Arizona
Revised Statutes, for one year after the effective date of this act.
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